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ABSTRACT 
The motivation for business change is either to improve the quality of products or services or decrease the costs of current 
operations that create those products or services.  Since implementation of an information system causes business change, 
that implementation should demonstrate some explicit value in improvement of quality or decreased costs (or both).  
Quantifying the value provides justification for information systems implementation.  Through a case study of four real-
world examples, this article shows how activity-based costing determines costs associated with a set of business activities 
prior to a business change and then again after the implemented system.  Four separate municipal organizations’ business 
activity models were built prior to implementation of web-based electronic payment systems and then after the 
implementation. Activity-based costing analysis demonstrated benefits of reduced costs in a range from 15% to 28% in three 
cases.  However, costs actually increased by 7% in a fourth case. 
Keywords 
Business Process Modeling, Activity-Based Costing, Electronic-payment System Justification 
INTRODUCTION 
Dynamic business environments and competitive forces pressure businesses to focus on possible changes that improve their 
positions in that environment.  We interpret change to imply altering the business activities currently existing within an 
organization to make the output of those activities better or streamlining the activities to reduce operating costs (or both).  
Better output might expand market size or increase market share.  This increases revenue. Reducing costs make operations 
more efficient (Total Quality Management, Business Process Improvement, etc.) and make the organization more 
competitive.  Thus, to exist in a dynamic and competitive business environment, organizations must constantly plan to 
change with an objective to improve market size or share as well as keep costs of operations as low as possible. 
In order for a business to justify change, it must understand its current set of business activities in a manner that can be used 
to demonstrate how a planned change in those activities will benefit that business.  An As-Is model of current business 
activities can be compared with a To-Be model of post-change activities to estimate the degree to which output will be 
improved or costs reduced.  Change does not always involve technology.  But, since information systems technology is the 
focus of our discipline, we need to be able to help business leaders justify projects that cause change by helping them 
construct As-Is and To-Be models.  Analysis of those models should help determine the benefits of change in order to justify 
them on a product- or service-improvement and/or cost-reduction basis.  Comparing the total benefits or total costs of a set of 
As-Is activities with the To-Be activities should determine the ultimate benefit of change to that organization.  This could be 
considered the return on investment of a project that implements a change from the current set of business activities to the 
new set of activities. 
The preceding description is a description of the logic that guided this research.  To test this logic, we needed three things: a 
set of As-Is activities, a set of To-Be activities, and a method to quantify the difference.  SEDA-Council of Governments 
(SEDA-COG) is a public development organization serving eleven Central Pennsylvania counties that had a project to 
implement electronic payment systems to a large number of municipalities for a variety of payments (monthly bills, permits, 
parking tickets, etc.).  SEDA-COG allowed us to test our logic by providing us access to four municipalities’ payment 
collection systems prior to the implementation of their online electronic payment system and again after the payment systems 
had been up and running in a steady state.  We determined that we wished to pilot test the accounting method of Activity-
Based Costing (ABC) as the method of quantifying the difference between the As-Is and To-Be municipal models. 
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The analysis of models demonstrated that SEDA-COG’s electronic payment system resulted in reductions in costs for three 
of the four municipalities.  The three reductions in costs ranged from the lowest of 14.7% to the highest of 28%.  The fourth 
municipality had a 7% increase in costs due to implementing the electronic-payment system.  Since this research focus was 
on determining the utility of ABC in determining cost-savings, we did not collect data focusing on the benefits or increased 
value that the new set of activities produced in terms of increased goodwill among the municipalities’ constituents.  Thus, 
while the fourth municipality encountered an increase in costs, it still considered the project a success for several reasons.  
The electronic payment system (E-Pay) increased the amount of actual payments because constituents would find it easier to 
pay.  It decreased the amount of stress that went with collection of parking ticket payments in person.  And the electronic 
recording of payment reduced the amount of time in accounting activities outside the set of activities modeled in our study.   
The research literature is very weak in support of business activity modeling and activity-based costing concepts.  These 
concepts were born in the late 1980s into the mid-1990s and suffered due to the ambiguities associated with definitions of 
business activity, process, and functions.  While the research is weak, the problem of cost-justification of information 
systems projects has remained.  This effort shows practical use for measuring value in terms of cost savings.  It demonstrates 
that it is possible to apply activity-based costing analysis to As-Is and To-Be business activity models to help determine a 
return on investment of business change. 
In order to tighten our definitions of terms such as business process, activity, function, and activity-based costing, we will use 
the literature to help frame our definitions of each as applied to this research.  The next section describes these terms 
followed by a description of the payment system models of the four municipalities and how ABC demonstrated the 
differences in costs associated with each set of activities.  We conclude with some lessons learned and future direction. 
BUSINESS ACTIVITY MODELING (BAM) 
The literature demonstrates much confusion in the unit of analysis (business process, activity, function). The root of the 
concept of a business activity or process resulted from Taylor’s Principles of Scientific Management [1].  The idea of 
breaking a process down into a set of steps (work simplification) that could be managed began here.   
The origin of the modern-day concept is typically attributed to Michael Hammer’s concept of Business Process Re-
engineering [2].  This began the distinction between terms of “business process” and “business function.”  Hammer’s attempt 
was to break out of the mind-set of business functions such as “Marketing,” “Finance,” “Operations,” and similar terms used 
to model business organizations in the form of organization charts.  The idea of “function” was connected to expertise and 
the idea of “business process” was a precursor to “workflow” which was associated with cross-functional business activities.  
In short, the marketers needed to know how what they did influenced the operations, finance, and other people in the 
organization and ultimately influenced customers.  Business process re-engineering (BPR) was a concept that awakened 
managers from their functional mindsets.  Unfortunately, ambiguities associated with defining “business process” and the 
complexities of organizations gave more work for consultants than management researchers.  The potential of information 
technology caused a push to automate or, in Hammer’s term, obliterate.  BPR took on a very negative connotation as 
managers understood the need for change and integration of technology.  However, instead of modeling business processes 
for the sake of determining optimal business change, managers placed confidence in the technologies of e-mail and other 
communications technologies to enable reductions in personnel and increased spans of control of managers.  Unlike a hint of 
breaking down a business process into a set of step, Hammer defined the process as an “end-to-end work across an enterprise 
that creates customer value.” [2] 
Harmon [3] provides a very nice summary of the evolution of business process management that discusses terms such as 
work simplification and BPR as manifestations of this larger concept.  Harmon’s work is part of a large and comprehensive 
collection of business process management issues put together by Vom Brock and Rosemann [4]. 
While business process management is the overall concept, the unit of analysis (a business process) is still not consistently 
defined.  Most approaches follow Hammer’s definition that a process is a series of work.  The idea of process improvement 
would thus imply it is the number and arrangement of elements of the business process that need to be analyzed to identify 
possible improvements.  The elements are referred to as steps or activities.   
We avoid the use of any reference to a business process as a set of functions and leave that term to describe business 
functional areas.  Care must be taken because much of business process or business activity modeling is based upon a 
technique developed by the Computer Systems Laboratory of the National Institute of Standards and Technology (NIST).  In 
1993, it released IDEF0 as a standard for Function Modeling in FIPS Publication 183. While termed “Function Modeling,” 
the identification of elements of a business process tend to be often modeled using the IDEF0 technique.  The origins of 
IDEF0 came from the Structured Analysis and Design Technique designed by Douglas Ross [5] [6] [7] [8].  This technique 
numbers each element and allows sub-elements to be further broken down in a numbering sequence.   
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Sharp and McDermott present a good “how to” in modeling processes [9].  The basic process is to determine the scope of the 
modeled process, name it, and determine sub-processes.  The naming process is very useful: a process should be a verb/noun 
singular term.  Changing this verb/noun phrase into its passive case (“noun” is “verb-ed”) should make sense.   
For simplicity, we adopted this naming process and used the hierarchical numbering sequence of IDEF0 to create our models.  
Distinguishing among business processes, activities, and steps is beyond the scope of this paper.  In general, Sharp and 
McDermott’s approach is common across most approaches to process or activity modeling and we used it in our approach. 
ACTIVITY-BASED COSTING (ABC) 
The term “activity-based costing” is most often attributed to the Computer Aided Manufacturing-International (CAM-I) and 
the National Association of Accounts [10].  There was disgruntlement in the late 1980s with respect to how to allocate 
overhead costs across the organization.  Previously, overhead costs tended to be allocated proportionally to direct costs of 
producing each product or service.  However, doing so sometimes hid inequities in the actual costs of producing some of the 
products or services that tended to use expensive capital equipment or other resources that were not previously attributable to 
direct or indirect costs.  Without tighter cost attribution, the pricing of goods or services may not reflect its true cost of 
production to the business.  The idea of attributing the cost of a good or service to the costs associated with the activities of 
its production seemed intuitively sound.  
The idea was popular in the early 1990s but lost popularity due to the complexities associated with collecting the data and 
generating the entries needed to track it [11].  As with the case of BPR and other ambiguous acronyms of those times, ABC 
gave way to Balanced Score Card (BSC), Economic Value Added (EVA), and other techniques that were simpler to 
implement [12]. 
However, it has not completely gone away.  There was a resurgence in 2002 ([13]) and 2006 ([14]).  In 2007, Robert Kaplan 
(source of BSC and EVA) re-adopted ABC with Steven Anderson’s work in using Enterprise Resource Planning technology 
to help record and report aspects that allow for time-based analysis of business activities [11]. 
COMBINING BAM AND ABC 
From our review of the literature, we could not find an instance of combining Business Process Modeling and Activity-Based 
Costing. Much of the ABC literature promotes activity-based costing without very clear definitions of the unit of analysis 
(“activity”).  As mentioned above, the business process literature is very ambiguous as to business functions, business 
process categories, business processes, and business activities. Thus, it is understandable how combining two ambiguous 
concepts without a clear unit of analysis might not be common in business or research. 
However, with an opportunity to model several simple business processes (activities) and a need to identify a return on the 
value of implementing systems for SEDA-COG, it seemed worthwhile to pilot test the feasibility of using ABC to determine 
return-on-investment (ROI).   
SEDA-COG PROJECT 
The SEDA Council of Governments (SEDA-COG) was in the process of developing electronic payment systems for local 
municipal organizations.  After explaining the ideas of business activity modeling and activity-based costing to them, they 
asked us to participate in their E-Payment (E-Pay) project.  Our role was to capture the existing (before) business activities of 
four organizations before an E-Payment system was implemented.  We were to follow up with capturing the new (after) 
business activities of the organizations to learn what effects the e-payment system had on the business processes as well as 
determine what, if any, cost savings resulted from implementation as viewed through this activity-based costing lens. 
Milton 
For Milton Sewer district, we analyzed the process of posting customers’ monthly sewer bills.  The normal process was 
supported by the U.S. Postal system.  In this case, however, the payment process involves more transactions and is more 
central to the core business activities of the organization.  Also, instead of going down the hall to pick up the mail as the 
Williamsport Police clerk does, the Milton clerk needs to drive to the post office. Here is the sample data collected from the 
Milton project: 
Milton Sewer Company Activity Based Costing Model 
A0 Process A Day’s Payments Before E-Pay After E-Pay 
Daily Activity Time (in hrs) @$10/hr Time (in hrs) @$10/hr 
A1 Pick up at post office 
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  A1.1 Drive to Post Office 0.1  $         1.00  0  $              -    
  A1.2 Sort through mail 0.1  $         1.00  0  $              -    
  A1.3 Drive back from Post Office 0.1  $         1.00  0  $              -    
A2 Sort the mail 0.25  $         2.50  0  $              -    
A3 Coordinate Payment with Stub 
A3.1 Open envelopes 0.25  $         2.50  0  $              -    
A3.2 Remove checks 0.1  $         1.00  0  $              -    
A3.3 Fix Problem Payments 
A3.3.1 Call customer 0.25  $         2.50  0.25  $         2.50  
A3.3.2 Create a stub 0.1  $         1.00  0.1  $         1.00  
A3.3.3 Mail unsigned check back to customer 0.1  $         1.00  0  $              -    
A3.3.4 Cut stub from the bill 0.05  $         0.50  0  $              -    
A3.3.5 Remove staples and tape 0.1  $         1.00  0  $              -    
A3.4 Write check number and amount on stub 
A3.4.1 Reconcile differing check amounts with bill amount 0.5  $         5.00  0.5  $         5.00  
A3.4.2 Post past due payments onto spreadsheet 0.25  $         2.50  0.25  $         2.50  
A4 Run tape on checks total 0.06  $         0.60  0  $              -    
A6 Process E-Payment 
     A6.1 Receive E-mail Notice 0.1  $         1.00  
     A6.2 Login to Paypal to transfer money to bank 0.33  $         3.30  
     A6.3 Verify transfer 0.33  $         3.30  
A5 Enter data into Individual Accounts 
A5.1 Post payments 0.5  $         5.00  0.5  $         5.00  
A5.2 Process those that do not pay correct amount 0.25  $         2.50  0.25  $         2.50  
Total 3.06  $       30.60  2.61  $       26.10  
Assumption: 3,100 customer payments processed each month 
Table 1. Milton Sewer Payment Activity Model and ABC Analysis 
The activity model is in the first column.  Similar to the work break-down structure of a project, the root activity is “A0 
Process a Day’s Payments.”  This decomposes into five sub-activities (labeled A1, A2, A3, A4, and A5).  Each of those are 
further composed, as needed.  The A6 activity is the result of using E-Pay. 
We met with three administrators for approximately 90 minutes to gather the model prior to the E-Payment implementation.  
After approximately four months, we returned to go over the model to identify changes to the activities in the first column 
and identify times in the “After E-Pay” column.  Note that only “leaf node” activities are assigned values (lowest level of 
detail).  Also, the unit of output is one-day’s set of activities to normalize the activities. 
Results indicated 14.7% cost reduction through reducing of the time required to process mail manually.  Note that the change 
does add three new activities to the model (A6.1 – A6.3). 
Williamsport 
Williamsport Police provided the simplest example.  The scope of the process was narrow and the specific process under 
study was the process of providing incident reports to insurance companies and individuals needing a copy of an incident 
report filed by investigating police officers.  The existing process was a U.S. Postal system-supported process.  Requests for 
police reports were handled through mail requests.   
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The E-Payment system provided on-line requests and payment for incident reports.  The business activities for this process 
were straightforward and the following table summarizes the activities and costs identified by the activities before and after 
the system.   
Williamsport Police Activity Based Costing Model 
A0 Provide Incident Reports Before E-Pay After E-Pay 
Daily Activity Time (in hrs) @$10/hr Time (in hrs) @$10/hr 
A1 Pick up the Requests 0.17  $         1.70  0  $              -    
A2 Identify the type of report 0.1  $         1.00  0.1  $         1.00  
A3 Search for record 0.15  $         1.50  0.15  $         1.50  
A4 Provide report 0.33  $         3.30  0.33  $         3.30  
A5 Record the transaction 0.1  $         1.00  0.1  $         1.00  
A6 Send the report to the customer 0.05  $         0.50  0.05  $         0.50  
     
Total 0.9  $         9.00    $         7.30  
Assumption: 10-12 requests per week.  This is one day’s effort 
    
Table 2. Williamsport Incident Report Activity Model and ABC Analysis 
 
Again, three people from the office met to build this model.  However, they felt that further breakdown in activities would 
not produce anything that would be material to understanding the process. 
An 18.9% reduction in costs resulted (From $9/day to $7.30). 
Sunbury 
The Sunbury Permitting office collects license fees each year for any construction contractor that does business in the town 
of Sunbury during that year.  Contractors doing business in Sunbury purchase the license at the municipal office.  Those 
contractors that do the majority of their work in the Sunbury area purchase them in January.  Others purchase them as they 
are awarded their first construction contract to be done in the town of Sunbury during the year.  For a further explanation of 
activities, please see the appendix. 
This process is somewhat different from the other two.  In this case, the “before” transaction was typically done face-to-face 
in the Sunbury permitting office instead of via the U.S. Postal system.  There is more information shared during the 
transaction.  So, while this case produces a theoretical cost savings for an on-line payment system of 28%, the assumption is 
that all contractors would move to the on-line system.  This would seem to be an unrealistic assumption and experience is 
showing that to be the case.   
It is still to be determined whether a change in behavior to on-line payment is due to the need for more information or 
whether contractors are just slow to change.  Taking the contractors’ perspectives, the cost savings of getting the permit on-
line versus driving into the permit office and spending time in the office would seem to be significant. 
Sunbury Permitting Office Activity Based Costing Model 
A0 Issue Contractors’ Licenses (1 day) Before E-Pay After E-Pay 
Daily Activity Time (in hrs) @$10/hr Time (in hrs) @$10/hr 
A1 Provide and help fill out application 
  A1.1 Verify liability insurance 0.1  $         1.00  0.1  $         1.00  
  A1.2 Verify workmen's comp insurance 0.1  $         1.00  0.1  $         1.00  
  A1.3 Answer questions 0.05  $         0.50  0.05  $         0.50  
  A1.4 Verify the application data 0.05  $         0.50  0.05  $         0.50  
A2 Collect payment 0.1  $         1.00  0  $              -    
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  A2.1 Collect cash 
  A2.2 Collect check 
  A2.3 Provide a receipt 
A3 Record the payment 0.05  $         0.50  0.05  $         0.50  
A4 Turn in the money 0.15  $         1.50  0  $              -    
A5 Type up license 
  A5.1 Restore last year's if available 0.05  $         0.50  0.05  $         0.50  
  A5.2 Enter this year's data 0.1  $         1.00  0.1  $         1.00  
  A5.3 Save the license in the computer 0.05  $         0.50  0.05  $         0.50  
  A5.4 Mail license or set aside for pickup 0.05  $         0.50  0.05  $         0.50  
  A5.5 File a hard-copy of the license 0.05  $         0.50  0.05  $         0.50  
Total 0.9  $         9.00  0.65  $         6.50  
Assumption: 250-300 active licenses permitted each year (January processed 50) 
Table 3. Sunbury Permitting Activity Model and ABC Analysis 
The same process of collection of data occurred here as with the previous two municipalities.  A 28% cost reduction was 
identified here from $9/day to $6.50. 
Bloomsburg 
The Bloomsburg Police Department provided the most interesting activity model.  The activity is Process Parking Ticket 
Payments.  The data collection on this site was different in that data was collected after the E-Pay system was implemented 
and only one manager was interviewed. 
Prior to E-Pay implementation, payments from parking tickets were received via U.S. Mail, a walk-up window at the police 
station, and telephone credit cards.  After E-Pay was implemented, payment could be received through a web page, U.S. 
Mail, and through the walk-up window.  Telephone credit card payments were no longer accepted and callers were given the 
web site address as an alternative. 
The resulting model was quite more complex (detail of the model omitted for space limitations): 
Bloomsburg Police Activity Based Costing Model 
A0 Process Parking Ticket Payments 
A1 Process Mail Payments  A3.4 Prepare Reports 
  A1.1 Open Envelopes  A3.4.1 Check off payments 
  A1.2 Date Stamp Ticket  A3.4.2 Staple total slips and settlement with payment report 
  A1.3 Open Ticket Envelope  A3.4.3 File in Online Payment monthly folder 
  A1.4 Confirm Payment Amount with Offense  A3.4.4 Deliver copy of settlement report to Finance 
  A1.5 Mark Form of Payment (i.e., Cash, Check, Money Order)  A3.5 Handle Errors 
  A1.6 Initial Ticket  A3.5.1 Adjust Authorize.net 
A2 Process Walkup Window Payments  A3.5.2 E-mail notification to ticket-owner 
A2.1 Calculate Fine from Issue Date  A3.5.3 Copy E-mail into ticket database 
A2.2 Date Stamp Ticket and Receipt  A3.6 Turn Ticket into Citation 
A2.3 Mark Amount and Tender Method (C, Ck, or CC) and Initial 
Ticket and Receipt  
A3.6.1 Adjust Authorize.net 
A2.4 Complete Payment  A3.6.2 E-mail notification to ticket-owner 
A2.4.1 Verify phone number on check payments  A3.6.3 Copy E-mail into ticket database 
First author’s last name (use et al. if more than one authors)  Marrying Business Activity Modeling to Activity-Based Costing 
 
 
Proceedings of the Eighteenth Americas Conference on Information Systems, Seattle, Washington, August 9-12, 2012. 7 
 
A2.4.2 Do Credit Card Payment  A3.7 Process Weekend Online Payments 
   A2.4.2.1 Swipe Card  A4 Reconcile Mail and Counter Payments 
   A2.4.2.2 Choose 'mid' as 'department'  A4.1 Prepare Tickets 
   A2.4.2.3 Choose Credit or Debit (Debits require PIN)  
A4.1.1 Pull White Copy from Drawer for Each Ticket 
Received 
   A2.4.2.4 Get Signature  A4.1.2 Staple White Copy to Yellow Ticket 
   A2.4.2.5 Staple Ticket Stub to Customer's Credit Slip  A4.1.3 Mark in Upper Right Amount Paid and Check # 
A2.4.3 Make Necessary Change for Cash Payments and Put 
Ticket Amount in Envelope  
A4.2 Separate Cash and Checks 
A2.5 Handle Challenged Tickets  A4.3 Add total values and enter into Daily Ticket Worksheet 
A3 Process auth.net (online) Payments  
A4.4 Enter Ticket Numbers, Amount Paid, Date Paid into 
software 
A3.1 Collect e-mail Notices of Payment  A4.5 Complete Process 
A3.1.1 Open E-mail  A4.5.1 Print List of All Paid Tickets 
A3.1.2 Open auth.net E-mail  A4.5.2 Reconcile Printed List with Worksheet 
A3.1.3 Match epay E-mail with Ticket Number  A4.5.3 File for Weekly Deposit 
A3.1.4 Print/Cut epay E-mail hardcopies in half  
A5 Prepare Weekly Cash, Check, and Moneyorder Payments 
Deposit 
A3.2 Reconcile Payments with Tickets  A6 Prepare Monthly Report (Split Time/day) 
A3.2.1 Highlight payment information and settlements  A6.1 Sum all daily ticket worksheets 
A3.2.2 Staple matched white ticket receipts to payment slips  A6.2 Insert Parking Ticket totals into Council Report 
A3.2.3 Run adding machine tape of total   
A3.2.4 Staple to settlement report   
A3.3 Update Visual Alert Ticketing Software   
A3.3.1 Enter payments into program   
A3.3.2 Print payment report   
Table 4. Bloomsburg Activity Model 
The manager estimated the average number of tickets processed each month and the amount of time required to perform each 
activity in the work break-down structure.  From these two values, the average total time required to process parking tickets 
per month (exclusive of some final reporting steps) prior to E-Pay was approximately 114 hours.  The average total monthly 
time required to process parking tickets after E-Pay is approximately 122 hours, an increase of 8 hours to process 1,550 
tickets monthly.   
This would seem to be counter-intuitive.  One would hope that online payment would decrease the amount of time in 
processing payments.  However, several other factors need to be considered.  The estimates of numbers of tickets processed 
and times per activity are very rough; the manager noted that there are often problems with reconciling payments to ticket 
records in processing mail and window payments due to transcription errors that may not have been included in the 
calculations.  Secondly, there are many subjective benefits of using E-Pay that are difficult to quantify.  People are still 
becoming acquainted with the availability of the E-Pay payment option.  It is expected that the numbers of tickets paid online 
will increase.   
Despite the increase in time required to process on-line payments, there are other savings have occurred due to adoption of 
the on-line payment availability.  There has already been a reduction of the numbers of tickets that need to be converted into 
actual citations (from an average of 150 to 120 per month) that require time of other city departments beyond the police 
department.  Pursuing tickets through the courts is expensive and time consuming for Bloomsburg.   We also note that time 
required to handle challenged tickets has been reduced (from 20 to 10 minutes per ticket), ostensibly due to ease and speed of 
refunding on-line payments through Authorize.net, the merchant bank payment processor for the Bloomsburg PD.   
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Having an online payment systems is good for the image of the Bloomsburg Police Department and contributes to goodwill.  
From the parking violators’ viewpoints, easier and less time-consuming payment may reduce the number of contested tickets.   
In summary, further analysis could be done to harden some of the numbers related to the data.  The assumption that the 
number of walk-up payments has not been affected by E-Pay significantly adds to the increase in time required to process 
tickets.  Bloomsburg seems very satisfied with E-Pay and the subjective benefits that it provides to their parking ticket 
payment processing as well as the positive effects it has on Bloomsburg citizens.  
Municipality Cost effect 
Milton -14.7% 
Williamsport -18.9% 
Sunbury -28.0% 
Bloomsburg +7.0% 
CONCLUSION 
The purpose of this research was to determine the feasibility of matching Business Activity Modeling with Activity-Based 
Costing to determine the reduction of costs associated with a change in business activities due to an information system’s 
implementation.  This approach provided quantifiable values for justification of the E-Payment system.  We feel that our 
contribution is our demonstration that combining Business Activity Modeling with Activity-Based Costing is feasible and 
beneficial to managers as well as information systems developers.  Thus, we learned several lessons from this pilot study. 
Activity-based costing is a useful tool in determining cost savings possible through new information technology 
implementation.  This approach may be a useful management tool in any situation where a change in business activities is 
required or expected (even if the change does not involve information technology). 
However, activity-based costing only provides half of the possible data required for truly determining a return on business 
activity changes.  It does not consider the benefits side of change. 
All of the models are created from the perspective of the organization.  Costs and benefits of the recipient of the output of the 
A0 activity must also be considered.  “Customers” of these municipalities also received savings in time which were not 
captured in the models. 
The process of developing business activity models and deriving costs associated with each activity is a learning process for 
employees of the organization as well as information systems development professionals.  Participants explained that their 
models would be useful for training of new employees. 
CONTRIBUTION AND FUTURE RESEARCH 
This research shows the feasibility of using activity modeling and activity-based costing for determining the value of 
business change in terms of cost savings from the organization’s perspective.  More work is needed to develop a manner of 
quantifying benefits associated with the changes from all stakeholder perspectives (customers, particularly). 
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